KPMG LLP

American International Plaza
Suite 1100

250 Munoz Rivera Avenue
San Juan, PR 00918-1819

Independent Auditors’ Report

The Board of Managers
GE Industrial of PR, LLC:

We have audited the accompanying financial statements of GE Industrial of PR, LLC (the Company), which
comprise the balance sheet as of December 31, 2016, and the related statements of income, comprehensive
income, changes in member’'s equity, and cash flows for the year then ended, and the related notes to the
financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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KPMG

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial

position of GE Industrial of PR, LLC as of December 31, 2016, and the results of its operations and its cash
flows for the year then ended, in accordance with U.S. generally accepted accounting principles.

KPMe LP

San Juan, Puerto Rico License No. 21
July 14, 2017 Expires December 1, 2019
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GE INDUSTRIAL OF PR, LLC
Balance Sheet

December 31, 2016

Assets

Current assets:
Cash and cash equivalents

Accounts receivable:
Affiliates
Trade and other receivables

Total accounts receivable

Inventories, net

Prepaid expenses

Prepaid income tax

Loans receivable from General Electric Company
Loan receivable from affiliated company

Total current assets
Deferred tax asset
Equipment and leasehold improvements, net
Total assets
Liabilities and Member’s Equity

Current liabilities:
Accounts payable:
Trade
Affiliates

Total accounts payable

Accrued expenses
Pension and postretirement liabilities

Total current liabilities
Pension and postretirement liabilities
Total liabilities

Member's equity:
Member's interest
Retained earnings
Accumulated other comprehensive loss

Total member's equity
Commitments and contingencies

Total liabilities and member’'s equity

See accompanying notes to financial statements.

22,184,744

11,695,766

5,675,584

17,271,350

38,144,437
1,809,863
602,982
123,504,922

120,000,000
323,518,298

12,059,492

44,593 844
380,171,634

36,699,973

94,331,742

131,031,715

11,294,477
945,842

143,272,034

36470491
179,742,525

129,081,200
118,097,245

(46,749,336)

200,429,109

380,171,634

GE_SG001482



GE INDUSTRIAL OF PR, LLC
Statement of Income

Year ended December 31, 2016

Net sales $ 298,297,644
Cost of sales 187,494,444
Gross profit 110,803,200
General and administrative expenses 43,477,503
Operating profit 67,325,697
Interest income 962,522
Eamings before income tax expense 68,288,219
Income tax expense 571,652
Net income $ 67,716,567

See accompanying notes to financial statements.
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GE INDUSTRIAL OF PR, LLC
Statement of Comprehensive Income

Year ended December 31, 2016

Net income
Other comprehensive income (loss), net of tax:
Defined-benefit pension and postretirement plans:
Net actuarial loss
Less:
Amortization of prior senice cost included in net periodic pension cost

Other comprehensive loss

Other comprehensive income

See accompanying notes to financial statements.

$ 67,716,567

(1,453,074)

12,712

(1,440,362)

3 66,276,205
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GE INDUSTRIAL OF PR, LLC
Statement of Changes in Member's Equity

Year ended December 31, 2016

Accumulated

other Total
Member's Retained comprehensive member’s
interest earnings income (loss) equity
Balance, December 31, 2015 $ 129,081,200 50,380,678 (45,308,974) 134,152,904
Net income — 67,716,567 — 67,716,567
Other comprehensive loss —_ —_ (1,440,362) (1,440,362)
Balance, December 31, 2016 $ 129,081,200 118,097,245 (46,749,336) 200,429,109

See accompanying notes to financial statements.
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GE INDUSTRIAL OF PR, LLC
Statement of Cash Flows

Year ended December 31, 2016

Cash flows from operating activities:

Net income $ 67,716,567
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amaortization 5,098,560
Deferred tax expense 513,838
Decrease (increase) in:
Accounts receivable from affiliates 1,804,133
Trade and other receivables 6,376,550
Inventories (2,208,501)
Prepaid expenses (586,978)
Prepaid income tax 29,788
Increase (decrease) in:
Accounts payable — trade 6,235,820
Accounts payable to affiliates 17,308,324
Accrued expenses (358,280)
Pension and post retirement liahilities 1,346,865
Net cash provided by operating activities 103,276,686
Cash flows from investing activities:
Capital expenditures (17,202,972)
Loans to General Electric Company 45,800,298
Loans to affliated company (120,000,000)
Net cash used in investing activities (91,402,674)
Net increase in cash and cash equivalents 11,874,012
Cash and cash equivalents, beginning of year 10,310,732
Cash and cash equivalents, end of year $ 22,184,744

Supplementary information on noncash operating transactions affecting cash flows
activities at December 31, 2016:
Change in liability for pension and postretirement benefits $ 1,440,362

See accompanying notes to financial statements.
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GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

(1) Nature of Business and Summary of Significant Accounting Policies

GE Industrial of PR, LLC (the Company) was organized on November 6, 2006 under the laws of Puerto Rico.
The Company is a limited liability company and up to March 22, 2013 was owned by Caribe GE International
of Puerto Rico, Inc. and Caribe GE Manufacturing, LLC which are ultimately owned by the General Electric
Company (General Electric). On March 22, 2013, Caribe GE International of Puerto Rico, Inc. purchased the
common stock owned by Caribe GE Manufacturing, LLC and became the sole owner of the Company. The
Company is engaged in the manufacture of electrical products through a number of manufacturing plant
facilities, which are located at different municipalities in Puerto Rico. Sales are primarily made to affiliates.

The accounting policies conform to U.S. generally accepted accounting principles. The significant accounting
policies followed by the Company are the following:

(a)

(b)

(c)

(d)

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates. Significant items subject to such estimates and assumptions include the
carrying amount of equipment and leasehold improvements, valuation of inventories, deferred tax assets,
environmental liabilities, and assets and obligations related to employee benefits.

Cash Equivalents

The Company considers all highly liquid debt instruments with original maturities of three months or less
to be cash equivalents. At December 31, 2016, cash equivalents amounting to $4,344,601 consisted
primarily of money market accounts.

Inventories

Inventories consist primarily of raw materials and finished goods and are stated at the lower of cost, using

the first-in, first-out method, or market, net of obsolescence reserve, amounting to $2,033,456 at
December 31, 2016.

Depreciation and Amortization

The cost of equipment is depreciated using an accelerated method over the estimated useful lives of the
assets. Improvements to leased premises are amortized on the straight-line method over the term of the
lease or the estimated useful life of the improvement, whichever is shorter.
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(e)

()

(9)

(h)

GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities
are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases and operating
loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the years in which those temporary differences are expected
to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the enactment date. The Company recognizes the effect
of income tax positions only if those positions are more likely than not of being sustained. Recognized
income tax positions are measured at the largest amount that is greater than 50% likely of being realized.
Changes in recognition or measurement are reflected in the period in which the change in judgment
occurs. The Company records interest related to unrecognized tax benefits in interest expense and
penalties in selling, general, and administrative expenses.

Long-Lived Assets

Long-lived assets, such as property, plant, and equipment, and purchased intangible assets subject to
amortization, are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount of an asset may not be recoverable. If circumstances require a long-lived asset or
asset group be tested for possible impairment, the Company first compares undiscounted cash flows
expected to be generated by that asset or asset group to its carrying value. If the carrying value of the
long-lived asset or asset group is not recoverable on an undiscounted cash flow basis, impairment is
recognized to the extent that the carrying value exceeds its fair value. Fair value is determined through
various valuation techniques including discounted cash flow models, quoted market values, and
third-party independent appraisals, as considered necessary.

Revenue Recognition

The Company recognizes revenue when products are shipped and the customer takes ownership and
assumes risk of loss, collection of the relevant receivable is probable, persuasive evidence of an
arrangement exists, and the sales price is fixed or determinable.

Fair Value Measurements

The Company utilizes valuation techniques that maximize the use of observable inputs and minimize the
use of unobservable inputs to the extent possible. The Company determines fair value based on
assumptions that market participants would use in pricing an asset or liability in the principal or most
advantageous market. When considering market participant assumptions in fair value measurements,
the following fair value hierarchy distinguishes between observable and unobservable inputs, which are
categorized in one of the following levels:

s Level 1inputs: Unadjusted quoted prices in active markets for identical assets or liabilities accessible
to the reporting entity at the measurement date.

e Level 2 inputs: Other than quoted prices included in Level 1 inputs that are observable for the asset
or liability, either directly or indirectly, for substantially the full term of the asset or liability.
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GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

¢ Level 3 inputs: Unobservable inputs for the asset or liability used to measure fair value to the extent
that observable inputs are not available, thereby allowing for situations in which there is little, if any,
market activity for the asset or liability at measurement date.

(i) Pensions and Other Postretirement Plans

The Company participates in a contributory defined-benefit pension plan (the Plan) covering the
Company's employees and other General Electric employees in Puerto Rico. The Company records
annual amounts relating to its pension and postretirement plans based on calculations that incorporate
various actuarial and other assumptions, including discount rates, mortality, assumed rates of return,
compensation increases, turnover rates, and healthcare cost trend rates. The Company reviews its
assumptions on an annual basis and makes modifications to the assumptions based on current rates
and trends when it is appropriate to do so. The effect of modifications to those assumptions is recorded
in accumulated other comprehensive income and amortized to net periodic cost over future periods using
the corridor method. The Company believes that the assumptions utilized in recording its obligations
under its plans are reasonable based on its experience and market conditions.

(2) Inventories

At December 31, 2016, inventories consist of the following:

Raw materials $ 35,056,645
Work in process 3,173,909
Finished goods 1,947,339
Resenrve for slowsmoving or obsolete inventory (2,033,456)
$ 38,144,437

(3) Equipment and Leasehold Improvements, Net

Equipment and leasehold improvements at December 31, 2016 consist of the following:

Machinery and equipment $ 125,731,546
Leasehold improvements 2,826,117
128,557,663

Less accumulated depreciation and

amortization (115,940,715)
Improvements in progress 31,976,896
Equipment and leasehold
improvements, net $ 44 593,844
10
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GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

The estimated useful life of machinery and equipment ranges from 5 to 15 years. Amortization of leasehold
improvements is provided over the term of the lease or the useful life of the asset, whichever is shorter.
Depreciation and amortization expense for the year ended December 31, 2016 was approximately
$5,098,560.

(4) Intercompany Transactions

Substantially, all sales and purchases are transacted with General Electric and affiliates. Significant
transactions with General Electric and affiliates during the year ended December 31, 2016 are summarized

as follows:

Sales $ 298,297,644
Purchases 8,498,212
Allocated general and administrative expenses 7,519,654
Corporate assessments 185,057
Interest income 230,760
Royalty expenses 10,694,706

Loans receivable from General Electric represent advances with quarterly repayment terms, which at
December 31, 2016 amounted to $123,504,922. The interest rate on the loans changes on a weekly basis
based on the commercial paper rate. As of December 31, 2016, the loans had a rate of .44%. The loans were
collected on January 2, 2017 for the outstanding balance at December 31, 2016.

The loan receivable from an affiliated company is an unsecured revolving line of credit available for a term
of six months that expired February 11, 2017, but was extended to August 11, 2017 (the scheduled
termination date.) The loan bears interest at USD Libor rate adjusted by a credit spread determined by the
affiliate’s credit score. At December 31, 2016, accrued interest on the loan amounted to $53,682. The
affiliated company may, at its option, at any time, without premium or penalty prepay in whole or in part any
amount of the principal outstanding with all accrued interest thereon.

(5) Income Taxes

The Company along with other affiliates in Puerto Rico (collectively known as the Companies) has been
granted a new tax exemption decree (the Grant) pursuant to the provisions of the Puerto Rico Tax Incentives
Act No. 135 of 1998 (Act No. 135) for a period of ten (10), fifteen (15), twenty (20), and twenty-five (25) years

depending on the municipality the exempted businesses is located. The effective date of the tax exemption
was January 1, 2009.

Under the Grant, the Company's manufacturing operation is subject to an income tax rate in a range between
2% and 7%, subject to compliance with certain employment requirements, and shall make an additional
investment of $50 million within seven (7) years, commencing on January 1, 2009. Dividends and liquidating
distributions of the Company’s earnings and profits from industrial development income are not subject to
income taxes or to any withholding tax at source.

11

GE_SG001490



GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

In addition, the Company’s manufacturing operations are exempt as follows:

*  90% from municipal and Commonwealth taxes on real and personal property.

» 60% from license fees, excise, and other municipal taxes, levied by any ordinance of any municipality.

e 100% from excise taxes imposed under Subtitie B of the Puerto Rico Internal Revenue Code, to the
extent provided in Section 6(c) of the Act.

During 2015 the Company announced the closure of its San German, and Vega Baja manufacturing plants
which is consistent with its’ overall strategy of consolidating manufacturing operations to reduce the global
footprint and lower the overall cost to manufacture. During 2016 the Company completed the closure of the
Vega Baja plant and transferred the San German manufacturing operations to a third-party supplier. The
Company has been in communication with the government of the Commonwealth of Puerto Rico regarding
this matter, and requested an amendment to its Grant of Industrial Tax Exemption in order to realign its
headcount level. The request for amendment was filed during 2014 and, approval from the Puerto Rico
Industrial Development Company (PRIDCO) was received in May 2015, but with effective date of January 1,
2014. In addition, PRIDCO agreed to provide the Company with an incentive where PRIDCO will reimburse
the Company an amount up to $6 million spent in infrastructure improvements and equipment and up to $3.6
million of incentives for rent payments. As of December 31, 2016 the Company has claimed the total
$6 million in infrastructure improvements and equipment, and $3.5 million of rent incentives.

Pursuant to Law No. 226 of August 29, 2002, the manufacturing operation located in Vieques was granted
90% exemption from property and municipal license taxes, and 100% exemption from income tax on
industrial development income for a period of 10 years. Renovation of the contract in 2009 extended the
exemption period for another 10 years.

On August 19, 2004, the Companies' and the Secretary of the Treasury entered into a closing agreement
pursuant to Section 6126 of the Puerto Rico Internal Revenue Code of 1994, as amended, whereby the
Companies are entitled to the income tax overpayments resulting from reallocations made by the Internal
Revenue Service's (IRS) to taxable years 1983 through 1999, pursuant to Section 482 of the U.S. Internal
Revenue Code. The income tax overpayments will be available as credits to the Companies or their
successors in interest against any future liability for Puerto Rico income taxes, provided that such credit may
not be used to reduce the total Puerto Rico income tax liability by more than 50% for any given year.

The expected income tax expense differs from the actual tax benefit mainly due to the reduction in income
taxes resulting from the Puerto Rico Tax Incentives Act No. 135 of 1998, tax credits available per closing
agreements with Secretary of the Treasury, and other tax credits provided by Act 73 of May 28, 2008.

Total income tax expense recorded by the Company for the year ended December 31, 2016 was allocated
as follows:

Current $ 57,814
Deferred 513,838
Total $ 571,652

12
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GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

The tax effects of temporary differences that give rise to significant portions of the deferred taxes at
December 31, 2016 is presented below:

Deferred tax assets:

Pension, postretirement and medical benefits $ 748,326
Inventories, principally due to reserve for inventory obsolescence 40,669
Other general and environmental resene 71,296
Depreciation expense difference between book and tax basis 72,014
Tax credit per closing agreement 844,181
Tax credits granted under Act No. 73 of 2008 10,501,334

Deferred tax assets 12,277,820

Deferred tax liability-equipment, due to differences in depreciation and deduction

of capital expenditures 218,328

Net deferred tax assets $ 12,059,492

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not
that some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax
assets is dependent upon the generation of future taxable income during the periods in which those
temporary differences become deductible. Management considers the scheduled reversal of deferred tax
liabilities (including the impact of available carryback and carryforward periods), projected future taxable
income, and tax-planning strategies in making this assessment. Based upon the level of historical taxable
income and projections for future taxable income over the periods in which the deferred tax assets are
deductible, management believes it is more likely than not that the Company will realize the benefits of these
deductible differences at December 31, 2016. The amount of the deferred tax asset considered realizable,
however, could be reduced in the near term if estimates of future taxable income during the carryforward
period are reduced.

The 2011 Code for a New Puerto Rico (the New Code) requires that entities exceeding a predefined volume
of business submit audited financial statements for filing with local taxing authorities. This predefined volume
of business is determined on a “controlled group” basis, as defined in the New Code. Among the requirements
imposed by the New Code, entities that are part of a controlled group should file consolidated or combined
audited financial statements, including a consolidating schedule presenting the financial condition and result
of operations of each entity. The Department of the Treasury of the Commonwealth of Puerto Rico issued
Administrative Determination No. 1407 to provide an alternative requirement in lieu of the consolidated
financial statements.

For tax year 2016, entities required to file audited financial statements with their income tax returns may file
statutory audited financial statements and, in lieu of providing audited consolidated statements, should
disclose in the notes to the statutory audited financial statements the names of related entities engaged in
active trade or business in Puerto Rico, as defined by the New Code. The following related entities are
engaged in active trade or business within Puerto Rico:

13
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GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

GEA Caribbean Export LLC

Caribe GE International of Puerto Rico, Inc.
Caribe GE Manufacturing LLC

General Electric Company

GE Betz International, Inc.

Caribe GE International Energy Services, Inc.
General Electric International, Inc.

GE Healthcare Puerto Rico Corp.

General Electric Capital Corporation of Puerto Rico
Panametrics Caribbean, Inc.

Caribe GE Engineering, Inc.

Alstom Caribe, Inc.

Amersham Health Inc.

e ® ® o & © ® © © o © @ @°

At December 31, 2016, tax years 2012 through 2016 of the Company remain subject to examination by
Puerto Rico taxing authorities.

(6) Pension Plan, Postretirement, and Postemployment Benefits (All Amounts in Thousands)

The Company accounts for its contributory defined-benefit pension plan in accordance with Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Subtopic 715-20,
Compensation — Retirement Benefits — Defined Benefit Plans — General. The ASC 715-20 requires balance
sheet recognition of the net asset or liability for the overfunded or underfunded status of defined benefit
pension and other postretirement benefit plans, on a plan-by-plan basis, and recognition of changes in the
funded status in the year in which the changes occur.

The Company participates in a contributory defined-benefit pension plan (the Pension Plan) covering the
Company’'s employees and other General Electric employees in Puerto Rico (commonly known as the GE
Companies in Puerto Rico). The Pension Plan has a December 31 measurement date. Benefits are based
on years of service and the employees’ earnings. The administration of the Pension Plan resides at another
affiliated entity. The Company makes annual contributions to the Pension Plan in amounts sufficient to meet
minimum funding requirements as set forth in employee benefit and tax laws, plus such additional amounts
as the Company may determine to be appropriate. The Company accounts for the Pension Plan in a manner
similar to a multiple-employer plan. The total pension expense attributable to the Company for the year ended
December 31, 2016 amounted to approximately $5,285. At December 31, 2016, the Company had an accrual
for pension liability amounting to $25,739.

In addition, the Company and the other GE Companies in Puerto Rico provide postretirement medical and
life insurance benefits (the Postretirement Plan and, collectively, the Plans) to full-time employees who meet
minimum age and service requirements. The Postretirement Plan is contributory, with retiree contributions
adjusted annually, and contains other cost sharing features, such as deductibles and coinsurance. The
accounting for the Postretirement Plan anticipates future cost sharing changes to the written plan that are
consistent with the expressed intent to increase the retiree contribution rate annually for the expected general
inflation rate for that year. These benefits are accrued but are not funded annually. The total postretirement
expense allocated to the Company for the year ended December 31, 2016 amounted to $360. At

December 31, 2016, the Company had an accrual for medical and life insurance benefits amounting to
$11,677.

14
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GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

The following table sets forth the benefit obligation, fair value of plan assets, and funded status of the Plans

at December 31, 2016:

Projected benefit obligation at December 31
Fair value of plan assets at December 31

Unfunded status

Change in benefit obligation:
Projected benefit obligation at beginning
of year
Senice cost
Interest cost
Plan participants’ contributions
Actuarial (gain) loss
Benefits paid
Curtailments
Special/contractual termination benefits

Projected benefit obligation at end of year

Change in plan assets:
Fair value of plan assets at beginning of year
Actual return on assets
Employer contributions
Plan participants’ contributions
Benefits paid

Fair value of plan assets at end of year

$

$

15

Pension Postretirement benefits
benefits Medical Life insurance
262,955 6,323 9,390
199,230 — —
(63,725) (6,323) (9,390)
Pension Postretirement benefits

benefits Medical Life insurance
261,726 8,391 9,492
2,927 320 127
11,053 330 379

811 —_ —

4,603 240 346
(18,165) (810) (126)

— (2,148) (828)

262,955 6,323 9,390
201,351 — —
13,793 — -
1,439 — —

811 — —
(18,165) — —
199,229 — —
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GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

Pension Postretirement benefits
benefits Medical Life insurance
Components of net periodic benefit cost:
Senice cost $ 2,927 320 127
Interest cost 11,053 330 379
Expected retum on assets (14,580) — e
Net prior senice cost/(credit) amortization 22 - —
Net loss/(gain) amortization 7,437 (397) (351)
Net periodic benefit cost 6,859 253 165
Cost of curtailments ey (2,147) (828)
Disclosed benefit cost $ 6,859 (1,894) (673)

Amounts recognized by the GE Companies in Puerto Rico in accumulated other comprehensive income in
2016 consist of the following:

Pension Postretirement benefits
benefits Medical Life insurance
Net prior senice cost/(credit) $ 44 — —
Net loss (gain) 109,607 (4,285) (4,854)
$ 109,651 (4,285) (4,854)

The accumulated benefit obligation for the Pension Plan was $256,768 at December 31, 2016. The amounts
recognized by the GE Companies in Puerto Rico as of December 31, 2016 consist of the following:

Pension Postretirement benefits
benefits Medical Life insurance
Net pension and postretirement liability:
Current liability $ — (796) (476)
Noncurrent liability (63,725) (5,527) (8,914)
Net pension and postretirement
liability 5 (63,725) (6,323) (9,390)

The amortization of net loss and prior service cost for the contributory defined benefit pension plan that will
be amortized from accumulated other comprehensive income into net periodic benefit cost over the next
fiscal year is $6,502. The aggregate amortization of the net gain for the postretirement benefits medical and

16
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GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

life insurance plans that will be amortized from accumulated other comprehensive income into net periodic
benefit cost over the next fiscal year is $613.

Weighted average assumptions used to determine benefits obligation at December 31, 2016 is as follows:

Pension Postretirement benefits
benefits Medical Life insurance
Discount rate 4.11 % 3.99 % 3.99 %
Rate of compensation 3.00 3.00 3.00
Current healthcare cost trend rate N/A 7.50 N/A
Ultimate healthcare cost trend rate N/A 5.00 N/A
Year of ultimate healthcare cost trend rate N/A 2027 N/A

Weighted average assumptions used to determine net benefits cost for the year ended December 31, 2016
is as follows:

Pension Postretirement benefits
benefits Medical Life insurance

Discount rate 4.37 % 4.28 % 4.28 %
Expected long-term rate of return on plan

assets 7.50 N/A N/A
Rate of compensation increase 3.00 3.00 3.00
Current healthcare cost trend rate N/A 7.00 N/A
Ultimate healthcare cost trend rate N/A 5.00 N/A
Year of ultimate healthcare cost trend rate N/A 2020 N/A

Assumed medical health care cost trend rates have a significant impact on the amounts reported for medical

health care plans. A one-percentage point change in assumed medical health care cost trend rates would
have the following effects as of December 31, 2016:

One-percentage-point

Increase Decrease
Effect on total of senice cost and interest cost 3 533 471)
Effect on accumulated postretirement benefit obligation 6,856 (5,852)

The GE Companies in Puerto Rico expect to make no contributions for the contributory defined benefit
pension plan during 2017. Additionally, the GE Companies in Puerto Rico expect to contribute during 2017
approximately $812 to the postretirement medical plan and approximately $486 to the postretirement life
insurance plan. GE Companies in Puerto Rico fund retiree health benefits on a pay-as-you-go basis. GE
Companies in Puerto Rico fund retiree life insurance trust at their discretion.

1id
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GE INDUSTRIAL OF PR, LLC
Notes to Financial Statements
December 31, 2016

To determine the expected long-term rate of return on pension plan assets, the GE Companies in Puerto
Rico consider the current and expected asset allocations, as well as historical and expected returns on
various categories of plan assets. The GE Companies in Puerto Rico apply an expected rate of return to a
market-related value of assets, which reduces the underlying variability in assets to which the GE Companies
in Puerto Rico apply that expected return.

The GE Companies in Puerto Rico amortize actuarial gains and losses, as well as the effects of changes in

actuarial assumptions and plan provisions, over a period no longer than the average future service of
employees.

The pension plan assets are invested in the GE Pension Trust (the Trust) along with the assets of other GE
affiliates pension plan assets.

The GE Pension Plan has a broadly diversified portfolio of investment in equities, fixed income, private
securities, real estate, and hedge funds; these investments are both U.S. and non-U.S. in nature. As of
December 31, 2016, no sector concentration of assets exceeds 15% of total GE Pension Plan Assets.

The fair value of the pension plan investments is presented below (amount in millions):

Asset category:
Equity securities:

U.S. equity securities $ 12,130
Non-U.S. equity securities 9,029

Debt securities:
Fixed income and cash investment funds 4,897
U.S. corporate (a) 5,252
Other debt securities (b) 5,066
Private equities (c) 4,492
Real estate (c) 3,244
Other investments (d) 1,783
Total $ 45,893

(a) Included direct investments and investment funds.

(b) Primarily represented investment-grade bonds of U.S. issuers from diverse industries.

(c) Primarily represented investments in residential and commercial mortgage backed securities, non U.S.
corporate and governmental bonds and U.S. government, federal agency, state and municipal debt.

(d) Substantially all represented hedge funds investments and net unsettied transaction-related investment
activity.

Plan assets valued using NAV as a practical expedient amounted to $16,894 million as of December 31,
2016. The percentages of plan assets valued using NAV by investment fund type for equity securities, fixed

income and cash, and alternative investments were 12%, 8% and 17% respectively as of December 31,
2016.
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Those investments that were measured at fair value using practical expedient were excluded from the fair
value hierarchy. The practical expedient was not applied for investments with a fair value of $2,504 million in
2016, and those investments were classified within Level 3. The remaining investments were substantially
all considered Level 1 and 2.

Plan fiduciaries of the GE Pension Plan set investment policies and strategies for the GE Pension Trust and
oversee its investment allocation, which includes selecting investment managers and setting long-term
strategic targets. The primary strategic investment objectives are balancing investment risk and return and
monitoring the plan’s liquidity position in order to meet the near-term benefit payment and other cash needs.
Target allocation percentages are established at an asset class level by plan fiduciaries. Target allocation
ranges are guidelines, not limitations, and occasionally plan fiduciaries will approve allocations above or
below a target range. According to statute, the aggregate holdings of all qualifying employer securities (e.g.,
GE common stock) and qualifying employer real property may not exceed 10% of the fair value of trust assets
at the time of purchase. GE securities represented 2.1% of the GE Pension Trust assets at year ended 2016.

Estimated future benefit payments for the GE Companies in Puerto Rico Plans are as follows:

Pension Postretirement benefits
benefits Medical Life insurance
Estimated future benefit payments:
2017 $ 17,115 812 486
2018 13,922 726 481
2019 13,909 638 480
2020 13,952 544 484
2021 14,091 468 489
2022-2026 73,379 2,215 2,513

The Company also participates in a 1165(e) Retirement Plan (the Plan), which covers all salaried employees
and other GE employees in Puerto Rico after the date of hire. Under the provisions of the Plan, employees
elect to contribute of their before-tax annual compensation and the Company matches 50% of the first 6% of
the amount contributed by the employees up to a maximum $15 in 2016.

On July 1, 2008, the Company adopted a 1165(e) Retirement Plan, which covers all hourly employees and
other GE employees in Puerto Rico (Hourly Plan). Under the provisions of the Hourly Plan, employees are
eligible to the plan after three months of the hire date and the Company matches 50% of the first 4% of the
amount contributed by the employees up to a maximum of $15 in 2016.

The Company may also make discretionary annual contributions to the Retirement Plans out of its operating
income, as defined in the Salaries and the Hourly Plan. The amount of contributions expense recognized by
the Company during the year ended December 31, 2016 amounted to approximately $447.

(7) Contingencies

(a) Environmental Remediation Costs
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The Company is involved in a remediation action to clean up hazardous wastes as required by federal
and the Puerto Rico Commonwealth laws. Liabilities for remediation costs at the site are based on the
Company's best estimate of undiscounted future costs, excluding possible insurance recoveries. When
there appears to be a range of possible costs with equal likelihood, liabilities are based on the low end
of such range. Uncertainties about the status of laws, regulations, technology, and information related to
individual sites make it difficult to develop a meaningful estimate of the reasonably possible aggregate
environmental remediation exposure. However, management is of the opinion that, even in the unlikely
event that remediation costs amounted to the high end of the range of costs for each site, the resulting
additional liability would not be material to the financial position, results of operations, or liquidity of the
Company. As of December 31, 2016, the Company has accrued approximately $1,197,000 for related
future monitoring expenditures. An affiliate funded this charge.

(b) Legal

The Company is a defendant in legal actions arising in the ordinary course of business. Management,
after consultation with its legal counselors, is of the opinion that the ultimate liability, if any, resulting from
such pending legal actions would not be material in relation to the financial position, results of operations,
or liquidity of the company.

(c) Leases

The Company leases certain operating facilities under noncancelable operating leases expiring at

various dates through 2018. Minimum lease payments during 2016 of $1,679,655 were offset by PRIDCO
rent incentives.

The following is a schedule of the future minimum lease payments, net of rent incentives:

Years ending December 31:
2017 $ 248,245
2018 1,206,385

$ 1,454,630

(8) Fair Value of Financial Instruments

The Company's significant financial instruments included cash and cash equivalents, accounts receivable,
loans receivable from affiliate, accounts payable, and accrued expenses. At December 31, 2016, the carrying
value of most financial instruments approximated fair value since the amounts are expected to be collected
or disbursed within one year. Itis not practical to determine the fair value of the loans receivable from General
Electric and affiliate as both are related-party transactions. However, management is of the opinion that such
fair value approximates its carrying value due to its variable rate structure.

(9) Royalties

On May 7, 2012, GE Energy Management (GE Energy) signed a new strategic alliance with China XD
Electric Co., Ltd. (XD Electric) in order to deliver a full line of electric transmission, distribution and grid
automation solutions to customers and energy intensive instruments around the world. As part of the strategic
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alliance, GE Energy agreed to establish an automation joint venture (AJV) in China with XD Electric in order
to offer customers secondary equipment products and localized grid automation solutions in China. The AJV
will enable GE Energy to expand its access to the China Technological and Development segment by
adapting GE Energy's technology to local market needs with the support of a strong regional primary
equipment company. GE Energy will also sell a perpetual IP technology license of its universal relays at a
fee to the AJV for the design and manufacture of automation products. The AJV's sole market is China. The
AJV was formed in March 2013.

The technology transfer agreement between GE Energy and XD Electric provides for the transfer of certain
GE Energy’s technology and intellectual property (IP) related to specific secondary equipment products to
the AJV in exchange for $12 million in technology transfer fees to be paid as royalties by the AJV to GE
Industrial of PR LLC (the Company). The technology agreement grants the rights to the AJV to use the
technology and IP, as well as requires the Company to provide to the AJV certain technical assistance,
support and training in connection with such transfer, and It also grants the Company and AJV the rights to
certain improvements, modifications, enhancements, adaptations, derivative works and changes to the
technology and IP created, developed or conceived after the date of the technology agreement. The
technology agreement outlines provisions of what will be transferred, when it will be performed and through
what means. The Company received $1.8 million in royalty payment during the year ended December 31,
2016.

Subsequent Events

In 2016 General Electric Company announced the planned sale of Industrial Solutions. A major component
of the Company is included in this planned sale.

The Company has evaluated all subsequent events through July 14, 2017, the date the financial statements
were available to be issued.
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